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OATH OR AFFIRMATION

Dominic Baldini swear or affirm that to the best of my knowledge and belief the accompanying financial
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as follows
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EisnerAmper LLP
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INDEPENDENT AUDITORS REPORT Section

MAR 04 013
To the Board of Directors of

SharesPost Financial Corporation Washington DC
402

Report on the Statement of Financial Condition

We have audited the accompanying statement of financial condition of SharesPost Financial

Corporation the Company as of December 31 2012 and the related notes to the statement of

financial condition

Managements Responsibility for the Statement of Financial Condition

Management is responsible for the preparation and fair presentation of the statement of financial

condition in accordance with accounting principles generally accepted in the United States of

America this includes the design implementation and maintenance of internal control relevant

to the preparation and fair presentation of the statement of financial condition that is free from

material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the statement of financial condition based on our

audit We conducted our audit in accordance with auditing standards generally accepted in the

United States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statement is free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the statement of financial condition The procedures selected depend on the

auditors judgment including the assessment of the risks of material misstatement of the

financial statements whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the entitys preparation and fair presentation of the financial

statements in order to design audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the entitys internal control

Accordingly we express no such opinion An audit also includes evaluating the appropriateness

of accounting policies used and the reasonableness of significant accounting estimates made by

management as well as evaluating the overall presentation of the statement of financial

condition

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

New York New Jersey Pennsylvania California Cayman Islands

EisnerAmper is an independent member of PKF International Limited



iiSNERAMPER
ACCOUNTANTS ADVISORS

Opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of SharesPost Financial Corporation as of December 31

2012 in accordance with accounting principles generally accepted in the United States of

America

LU

San Francisco California

February 28 2013



SharesPost Financial Corporation

Statement of Financial Condition

December 31 2012

Assets

Cash 2730843

Receivables 78094
Due from affiliate 64245

Prepaid expenses 84304

Deposits 38627

Goodwill 55000

Total assets 3051113

Liabilities and Stockholders Equity

Liabilities

Commissions payable 646384

Accrued bonuses 305208
Accounts payable and accrued expenses 103396

Due to Parent 43434

Due to affiliates 71380

Total liabilities 1169802

Stockholder equity

Common stock 20000000 shares of $0.001 par value authorized

1050000 shares issued and outstanding 105

Additional paid-in capital 1894539

Accumumlated deficit 13333

Total stockholders equity 1881311

Total liabilities and stockholders equity 3051113

See Accompanying Notes to Statement of Financial Condition

-3-



SharesPost Financial Corporation

Notes to Statement of Financial Condition

December 31 2012

Business and Summary of Significant Accounting Policies

Business

SharesPost Financial Corporation the Company formerly known as Perlinksi

Associates was incorporated in the State of California on December 2004 The

Company is wholly-owned subsidiary of SharesPost Inc the Parent The Company

is registered with the Securities and Exchange Commission SEC as securities

broker-dealer and an alternative trading system ATS and is member of the Financial

Industry Regulatory Authority Inc FINRA

In June 2011 Perlinski Associates was acquired by and became wholly-owned

subsidiary of the Parent under the name SharesPost Financial Corporation The Parent

paid $55000 to the former shareholders of the Company for the purchase of all

outstanding shares of the Company which was recorded as goodwill

In December 2011 the Membership Application Program Group of FINRA pursuant to

NASD Rule 1017 granted the continuance in membership application of the Company

which allowed the Company to commence business operations in accordance with its

Membership Agreement The Company began revenue generating activities in January

2012 The Company primarily operates as broker-dealer in private securities

transactions

The Company operates pursuant to SEC Rule 15c3-3k2i the Customer Protection

Rule Customer funds are held in escrow accounts pursuant to escrow service agreements

between customers and the escrow agent Customer funds and assets are also held with

clearing firm on fully disclosed basis with whom the Company has clearing

agreement The Company does not receive customer funds or securities and does not

otherwise hold funds or securities for or owe money or securities to customers The

Company is therefore exempt from the Possession and Control Requirements of Rule

5c3-3 since the Company qualifies for the exemptive provisions of SEC Rule 15c3-3

paragraph k2i

Cash

The Company maintains its cash in bank deposit accounts with commercial banks and

financial institutions which at times exceed federally insured limits The Company has not

experienced any losses in such accounts and believes it is not exposed to any significant

credit risk on cash
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SharesPost Financial Corporation

Notes to Statement of Financial Condition

December 31 2012

Business and Summary of Significant Accounting Policies continued

Commission Income and Receivables

The Company provides its clients services with respect to affecting private company

transactions that include identifying counterparties to transaction coordinating with the

issuer and the issuers transfer agent facilitating the provision of agreements for

transaction and other assistance that may be necessary to efficiently and timely conclude

transaction in private company shares For these services the Company generally charges

commission to the transacting parties paid from escrow at the time the issuer notifies the

Company and the transacting parties that the transaction has been completed Commissions

are generally derived as percentage of the aggregate size share price times shares of the

private share transactions In cases where an issuer exercises its right of first refusal the

Company must collect its fee from the selling party outside of escrow and after transaction

has been completed On December 31 2012 the Company had $78094 in receivables with

respect to completed transactions in private company shares due from selling parties and an

issuer

Due from Affiliate

As of December 31 2012 the Company had an outstanding receivable from an affiliated

entity in the amount of $64245 for expenses paid by the Company on behalf of the affiliate

The affiliate paid the amount due the Company in full on January 24 2013

Goodwill

On March 29 2011 the Parent entered into an agreement with the shareholders of Perlinski

Associates as of that date to purchase all of the outstanding shares of Perlinski

Associates for an aggregate purchase price of $55000

The transaction was completed on June 14 2011 at which time Perlinski Associates had

no assets liabilities or customers Accordingly the purchase consideration was allocated to

goodwill Goodwill represents the excess of the aggregate purchase price over the fair value

of the net assets acquired in the acquisition

Goodwill is reviewed for impairment at least annually or when triggering event occurs

between annual impairment tests The Company is viewed as single reporting unit for this

analysis No goodwill impairment charge was recorded for the year ended December 31
2012
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SharesPost Financial Corporation

Notes to Statement of Financial Condition

December 31 2012

Business and Summary of Significant Accounting Policies continued

Commissions Payable

During 2011 the Parent entered into Broker-Dealer Independent Affiliate agreement

the Affiliate Agreement with Emerson Equity LLC Emerson and certain

individual registered representatives the Affiliate Reps whereas the Affiliate Reps

provided private placement services as independent contractors of Emerson On

December 22 2011 Emerson the Affiliate Reps and the Parent entered into termination

agreement whereby the Affiliate Agreement was terminated effective January 2012

and liability CommissionPayable of $3118671 under the Affiliate Agreement was

transferred to the Company On January 2012 in conjunction with the termination

agreement the Affiliate Reps became employees of the Company During 2012 the

Company paid employees $2438050 and incurred costs associated with such payments

in the amount of $34236 that were offset against the transferred liability At December

31 2012 the Commission Payable balance was $646384

Accrued Bonuses

The Company accrued discretionary bonuses on December 31 2012 of $305208 The

Company determines its employees eligibility for discretionary bonus payouts based on

combination of Company and individual performance subject to Board of Directors

approval On December 31 2012 the Board of Directors approved the discretionary

bonus payout to employees and the amount accrued was subsequently paid on February

15 2013

Due to Affiliates

As of December 31 2012 the Company had an outstanding payable to two affiliated

entities in the amount of $71830 for expenses paid by the affiliates on behalf of the

Company

Income Taxes

The Company files consolidated federal income tax return and combined California state

income tax return with the Parent The Companys income tax expense is computed on

separate company basis using the tax rate of the consolidated filing entity
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SharesPost Financial Corporation

Notes to Statement of Financial Condition

December 31 2012

Business and Summary of Significant Accounting Policies continued

Income Taxes continued

Deferred income taxes reflect the net tax effects of temporary differences between the

carrying amounts of assets and liabilities for financial reporting purposes and the amounts

used for federal and state income tax purposes as well as the tax effects of the net

operating loss and tax credit carryovers Deferred tax assets and liabilities are measured

using enacted tax rates expected to apply to taxable income in the years in which those

temporary differences are expected to be recovered or settled Only those income tax

benefits that management believes are more likely than not to be sustained are

recognized and such income tax benefits are measured at the largest dollar amount

management believes is more likely than not to be sustained Deferred tax assets are

reduced by valuation allowance when in the opinion of management it is more likely

than not that some portion or all of the deferred tax assets will not be realized The effect

on deferred tax assets and liabilities of change in tax rates is recognized in income in

the period that includes the enactment date As of and for the year ended December 31

2012 there were no temporary difference and therefore no deferred assets or liabilities

recognized in the accompanying financial statements

Management evaluates the recognition and measurement of any uncertain tax positions

taken on the Companys income tax returns in the current year as well as in all past years

that are still open to examination by tax authorities Based on its analysis management

believes that there are no material uncertain tax positions taken in the current year and in

all prior years open to examination If the Company were to incur an income tax liability

in the future interest on any income tax liability would be reported as interest expense and

penalties on any income tax liability would be reported as income taxes Managements

conclusions regarding uncertain tax positions may be subject to review and adjustment at

later date based upon ongoing analyses of tax laws regulations and interpretations thereof

as well as other factors With few exceptions the Company is no longer subject to

examination by tax authorities for years before 2008

Use of Estimates

The process of preparing financial statements in conformity with accounting principles

generally accepted in the United States of America requires the use of estimates and

assumptions regarding certain types of assets liabilities revenues and expenses Such

estimates primarily relate to unsettled transactions and events as of the date of the fmancial

statements Accordingly upon settlement actual results may differ from estimated

amounts
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SharesPost Financial Corporation

Notes to Statement of Financial Condition

December 31 2012

Income Taxes

For the year ended December 31 2012 the Company recorded $45094 in current income

tax expense and corresponding amount payable to the parent of which $43434 was

payable at December 31 2012 as shown on the accompanying Statement of Financial

Condition

Net Capital Reciuirements

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 15c3-1 which

requires the maintenance of minimum net capital and requires that the ratio of aggregate

indebtedness to net capital both as defined shall not exceed 15 to At December 31

2012 the Company had net capital of $1586041 which was $1508055 in excess of its

required net capital of $77986 The Companys aggregate indebtedness to net capital ratio

was 0.7376 to

Related Party Transactions

The Company is party to an expense-sharing agreement with the Parent effective January

2012 This agreement allows the Parent to provide certain services to the Company and

allocate certain direct and indirect expenses to the Company The Parent allocates to the

Company pro-rata amount of facility costs including rent paid by the Parent The pro-rata

allocation of costs is based on the number of employees of the Company as compared to the

total number of employees of the Company and the Parent which is reviewed on monthly

basis The Parent allocated costs of $324723 to the Company in 2012

The Parent has adopted stock option plan under which it grants to its and the

Companys employees who provide services to the Parent and other affiliates options to

purchase the Parents stock
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SharesPost Financial Corporation

Notes to Statement of Financial Condition

December 31 2012

Related Party Transactions continued

On December 2012 the Company and the Parent entered into License Agreement

whereby the Company as licensee obtained license to operate develop and improve

the Parents developed technology In exchange for the license rights the Company pays

the Parent license fee of $7500 month The term of the license commenced on the

date of the License Agreement and continues for five years after which the Company

has the right to renew for successive periods of three years

One of the entities affiliated with the Parent and the Company serves as the managing

member for several pooled investment entities These affiliated pooled investment

entities are special purpose entities formed to hold private company stock

Contingencies

The Company has been named in F1NRA arbitration by client in connection with

private company transaction initiated in April 2012 The Company believes it has

meritorious defenses against claims made by the claimant and intends to vigorously defend

such action At this time the Company is unable to estimate whether it will incur liability

or the range of any such liability in this matter

The Company and the Parent are named in FINRA arbitration by former employee of the

Company in which the former employee alleges breach of contract and false promise among

other claims The Company responded by filing counterclaim against the former

employee alleging breach of fiduciary duty and confidentiality among other claims On

February 21 2013 the Company reached tentative settlement agreement with the former

employee In the tentative agreement both the former employee and the Company will

agree to release of all claims made in the matter The amount payable under the terms of

the tentative settlement agreement have been fully accrued at December 31 2012 in the

accompanying Statement of Financial Condition

Subseciuent Events

Management evaluated subsequent events through February 28 2013 the date these

financial statements were available to be issued There were no material subsequent events

that required disclosure in these fmancial statements
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